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S2015 (EXPANDED GAMBLING) AND LOCAL AID
“WHEN CASINOS WIN, COMMUNITIES LOSE”

A NEW SURVEY FROM UMASS DARTMOUTH’S CENTER FOR POLICY ANALYSIS REPORTS THAT
73% OF MASSACHUSETTS CITIZENS BELIEVE BUILDING THREE CASINOS AND A SLOT PARLOR IN
MASSACHUSETTS WOULD “GENERATE TAX REVENUE FOR THE STATE”.

PLEASE READ THIS

ONLY ABOUT TEN TO FIFTEEN CENTS OF EVERY DOLLAR GAMBLED WILL BE
SUBJECT TO TAX (AT 25%).” LESS THAN ONE-THIRD OF THAT TAX (ROUGHLY ONE
PENNY) IS DEDICATED TO UNRESTRICTED LOCAL AID.’ THE REST IS KEPT IN THE
STATE’S COFFERS TO BE SPENT AS THE GAMING COMMISSION, THE LEGISLATURE AND
OTHER STATE OFFICIALS DECIDE.* SHOULDN'T IT BE THE OTHER WAY AROUND? WHAT
EVER HAPPENED TO THE GOVERNOR’S PROMISE OF PROPERTY TAX RELIEF AS SOON AS
IT WAS POSSIBLE? THE LOTTERY PAYS OUT 23% OF TOTAL LOTTERY REVENUES TO
CITIES AND TOWNS.” WHY SHOULD CITIES AND TOWNS ACCEPT A SCHEME THAT LETS
CASINOS GET AWAY WITH CONTRIBUTING LESS?
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DELIVERING ON THE PROMISE OF PROPERTY TAX RELIEF SHOULD BE THE FIRST
PRIORITY NOT THE LAST!

ALL STUDIES PREDICT A SLOWDOWN AND LOSS OF LOTTERY REVENUE AFTER THE
CASINOS ARE BUILT. PROJECTED LOSSES RANGE FROM ABOUT 3% TO 26%.° AT THE
HOUSE ESTIMATE OF $1.2 BILLION TAXABLE GAMING REVENUE (NEARLY DOUBLE WHAT
MASS. RESIDENTS NOW PUT INTO CASINOS), A 10% LOSS WOULD MEAN $90 MILLION LESS IN
LOCAL AID TO CITIES AND TOWNS FROM THE LOTTERY. THIS IS AN AMOUNT THAT SIMPLY
CANNOT BE REPLACED, MUCH LESS SUPPLEMENTED, WITH WHAT LITTLE THE BILL
TARGETS FOR UNRESTRICTED LOCAL AID (LE., 20% OF THE HOUSE ESTIMATED $300 MILLION
TAX RECEIPTS FROM CASINOS)’

EVEN IF THE INTRODUCTION OF CASINOS SIMPLY WERE ASSUMED TO SHIFT
REVENUE FROM THE LOTTERY TO CASINOS, CITIES AND TOWNS WILL STILL
SUFFER, BECAUSE THE LOCAL AID PAYOUT FROM MONEY SPEND ON CASINO
GAMBLING IS 20% LOWER THAN FROM LOTTERY SALES. (SEE PIE CHART ABOVE.)

CHECK THE ATTACHED SPREADSHEET TO SEE WHAT EACH COMMUNITY STANDS TO
GAIN OR LOSE.



DO NOT BE FOOLED BY THE REVENUE ESTIMATES THAT ARE BEING QUOTED ON
BEACON HILL IN THE COST/BENEFIT ANALYSIS.

GOVERNOR PATRICK WAS QUOTED TO HAVE SAID THAT MASSACHUSETTS
RESIDENTS ALREADY DRIVE TO CONNECTICUT CASINOS AND “SPEND $1.5
BILLION DOLLARS . . . RIGHT NOW.”® THE HOUSE OF REPRESENTATIVES USED A
FIGURE OF $1.2 BILLION AS THE POTENTIAL REVENUE STREAM, AND A WEEK
LATER THE SENATE WAS USING A FIGURE OF $1.8 BILLION. THE BACK-UP FOR
BOTH THESE FIGURES APPEARS TO BE “PRE-RECESSION” REPORTS THAT ARE
“ADMITTEDLY, SOMEWHAT OUTDATED".’

THE MOST RECENT DATA FROM THE UMASS/DARTMOUTH 2001 UPDATE SHOWS
THAT THE AMOUNT GAMBLED AND LOST BY MASSACHUSETTS RESIDENTS IN
CONNECTICUT CASINOS WAS $486 MILLION (AND $613 MILLION SPENT
OVERALL.)" AT A 25% CASINO TAX RATE, THIS EQUATES TO ONLY $121 MILLION
IN GAMING TAX REVENUE, AND 25% (LOCAL AID SHARE) WOULD PRODUCE ONLY

$30 MILLION IN NEW UNRESTRICTED LOCAL AID TO CITIES AND TOWNS.

IN ORDER FOR THE LOCAL AID FORMULA TO JUST BARELY BREAK EVEN, IT WILL
BE NECESSARY TO ACCOMPLISH THE UNLIKELY GOAL TO REPATRIATE ALL OF
THE $707 MILLION GAMBLED AND LOST BY MASSACHUSETTS CITIZENS IN
CONNECTICUT AND RHODE ISLAND' AND FIND AT LEAST ANOTHER $500
MILLION 1IN GAMING REVENUE FROM NEW GAMBLERS. WHERE IS THE
CONVINCING, INDEPENDENT, UP-TO-DATE, “POST RECESSION” DATA TO
SUPPORTS THE IDEA THAT SUCH UNPRECEDENTED GROWTH CAN BE ACHIEVED
BY ADDING FOUR MORE GAMING ESTABLISHMENTS IN THIS REGION, WHICH
ALREADY HOSTS THREE OF THE FOUR LARGEST GAMING OPERATIONS IN THE
COUNTRY?'* IS IT TO MUCH TO ASK FOR THAT DATA BEFORE WE ASK THE PUBLIC
TO GAMBLE WITH THE CHERRY SHEET OF EVERY CITY AND TOWN IN THE
COMMONWEALTH?

THE DEMOGRAPHICS OF CASINO GAMBLING ALSO RAISE A RED FLAG AS TO HOW
HARD IT WILL BE TO ACHIEVE AND SUSTAIN THE PREDICTED REVENUE LEVELS.

THE PROPENSITY TO GAMBLE IS DIRECTLY RELATED TO AGE - A THIRD OF
THOSE UNDER 50 DO NOT GAMBLE, ABOUT 20% OF THOSE BETWEEN 50 AND 65
DO NOT GAMBLE, AND NEARLY 90% OF THOSE OVER 65 DO."” THUS, THE GAMING
BUSINESS MODEL HAS A “TOBACCO” PROBLEM: THEIR BEST CUSTOMERS ARE
PART OF A GENERATION THAT IS DYING OFF AND ARE BEING REPLACED BY
BOOMERS AND OTHER GENERATIONS BEHIND THEM WHO ARE PROGRESSIVELY
EACH LESS AND LESS LIKELY TO GAMBLE.

THIS PROBLEM IS EXCACERBATED IN NEW ENGLAND, GENERALLY, AND IN
MASSACHUSETTS, IN PARTICULAR, WHOSE POPULATIONS ARE ALL WELL ABOVE
THE NATIONAL MEDIAN AGE."

MAKES SENSE SO FAR, DOESN’T IT? WELL, THERE’S MORE....



CASINO REVENUE IS, INHERENTLY, AN UNRELIABLE CHOICE AS A SUSTAINABLE
SOURCE FOR MUNICIPAL ANNUAL LOCAL AID FOR SEVERAL ADDITIONAL REASONS.
FIRST, RESORT CASINOS APPEARS MUCH LESS “RECESSION PROOF” THAN LOTTERIES.
WHILE LOTTERY SALES IN MASSACHUSETTS AND OTHER NEW ENGLAND STATES HAS
REMAINED COMPARATIVELY STABLE, CASINO REVENUE HAS BEEN ON A ROLLER COASTER
RIDE SINCE IT PEAKED IN 2006. THUS, THERE IS NO COUNTING ON CASINO REVENUE TO BE
THERE WHEN IT IS NEEDED MOST, IN TOUGH ECONOMIC TIMES AND LOCAL AID IS THE
MOST VULNERABLE TO BUDGET CUTTING.
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SECOND, UNLIKE STATE LOTTERIES, CASINOS COMPETE WITH EACH OTHER, BOTH
WITHIN AND ACROSS STATE BORDERS, INCLUDING ON PRICE. THIS COMPETITION
WILL ONLY ESCALATE AS THE MARKET BECOMES MORE SATURATED AND INTER-
AND INTRA-STATE CASINO COMPETITION FOR CUSTOMERS BECOMES INTENSE.

e CASINOS ARE HIGHLY COMPETITIVE MONEY MACHINES. THEY COMPETE TO
ATTRACT THE PLAYERS (AKA “LOSERS” WITH THE PROPENSITY TO GAMBLE.
THEY OFFER FREE ALCOHOL, FOOD, LODGINGS AND OTHER PROMOTIONAL
AMENITIES TARGETED TO THIS GROUP AND DESIGNED TO INDUCE PLAYERS TO
KEEP PLAYING, SINCE THE LONGER A PERSON STAYS AT THE SLOTS, THE MORE
THEY ARE LIKELY TO LOSE. CASINOS COUNT ON THESE COMPUSLIVE GAMBLERS
TO TURN A PROFIT.” THESE MARKETING TECHNIQUES ARE ENSHRINED IN THE
PENDING LEGISLATION --- THE GAMING COMMISSION COULD NOT BAN THEM
EVEN IF IT WANTED TO."




e A KEY COMPETITIVE TOOL AT THE CASINOS’ DISPOSAL IS THE ABILITY TO
CHANGE THE PAYOUT PERCENTAGE, THE GAMBLING EQUIVALENT OF PRICE
CUTTING, WHICH CASINOS ADVERTISE HEAVILY. (YOU MAY HAVE SEEN THE
MOHEGAN SUN AD ON THE SOUTHEASE EXPRESSWAY.) GGR (THE REVENUE ON
WHICH CASINOS ARE TAXED) IS A PERCENTAGE OF WHAT IS LEFT (AKA THE
‘HOLD”) AFTER WINNINGS ARE PAID OUT. (IN A SENSE, THE GAMING TAX IS PAID
BY THE LOSERS, NOT THE WINNERS.) AN INCREASE IN THE PAYOUT PERCENTAGE
DECREASES THE “HOLD” AND, THUS, WILL DECREASES THE TAXES PAID, WHICH,
IN TURN DECREASES LOCAL AID TO CITIES AND TOWNS PROPORTIONATELY."

. IT SEEMS INEVITABLE THAT CASINOS WILL USE THESE MARKETING DEVICES TO
TARGET MASSACHUSETTS LOTTERY PLAYERS TO SWITCH TO THE CASINO
“EXPERIENCE”, ESPECIALLY WHEN TOLD THEIR CHANCES OF WINNING (AN 80%
TO 95% PAYOUT RATE) ARE BETTER (AND MORE “FUN”) THAN PLAYING THE
LOTTERY (WHICH HAS A 68% PAYOUT). AS EXPLAINED ABOVE, EACH GAMBLING
DOLLAR SWITCHED IS A NET 20 CENTS LOST TO THE STATE TREASURY.

FINALLY, PLEASE NOTE THE CURIOUS PROVISON IN THE BILL CONCERNING THE
UP-OR-DOWN VOTE BY A “HOST” COMMUNITY THAT IS REQUIRED TO APPROVE
SITING A CASINO OR SLOT PARLOR. THIS PROVISION APPLIES TO EVERY CITY AND
TOWN IN THE COMMONWEALTH, EXCEPT IN BOSTON, WORCESTER AND SPRINGFIELD.
IN THESE THREE CITIES, ONLY VOTERS IN THE “WARD” IN WHICH THE FACILITY WILL
BE LOCATED ARE GRANTED THE RIGHT TO VOTE ON BRINGING GAMBLING TO THOSE
MUNICIPALITIES."” THE BILL FULLY ACKNOWLEGES THAT THE IMPACT OF CASINOS
GOES WELL BEYOND THE “HOST” COMMUNITY AND WILL AFFECT ALL “SURROUNDING
COMMUNITIES” AND “IMPACTED ENTERTAINMENT VENUES”, LET ALONE BEYOND THE
“WARD” IN WHICH A CASINO HAPPENS TO BE BUILT."” IN OTHER WORDS, THE STATE
JUSTIFIES DEPRIVING THE VERY CITIZENS WHOM IT KNOWS ARE BEING AFFECTED BY A
CASINO THE RIGHT TO APPROVE ONE COMING TO THEIR NEIGHBORHOOD BY
PROMISING TO PAY FOR ALL THE DAMAGE IT WILL DO. NO CIVICALLY-MINDED PERSON
SHOULD TOLERATE SUCH UNNECESSARY DISPARAGEMENT OF THE FUNDAMENTAL
PUBLIC RIGHT OF CITIZENS AND TAXPAYERS TO ACCESS THE BALLOT BOX ON ISSUES
THAT AFFECT THEM.

CONCLUSION

DECISIONS THIS CRITICAL THAT RISK IRREPARABLE DAMAGE TO THE FISCAL AND
POLITICAL HEALTH OF THE COMMONWEALTH AND CITIZENS OF EVERY CITY AND
TOWN IN MASSACHUSETTS MUST BE MADE THROUGH CONSIDERED AND
DELIBERATE PROFESSIONAL AND EDUCATED JUDGEMENT. IN ITS PRESENT FORM,
THE PROPOSED EXPANDED GAMING BILL PRESENTS A RISK THAT NO COMMUNITY
SHOULD BE FORCED TO TAKE. THIS IS NO TIME TO ACCEPT A “TRUST ME ON THIS”
APPROACH THAT WILL ALLOW BEACON HILL TO SHOOT FIRST AND ANSWER
QUESTIONS (AND TRY TO FIX THE PROBLEMS) LATER. IF THIS BILL IS SOUND
PUBLIC POLICY TODAY, IT WILL STILL BE THE RIGHT ANSWER TOMORROW, NEXT
MONTH OR NEXT YEAR.
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